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PEOPLE'S REPUBLIC OF TEE CONGO: KEY ECOMNOHIC INDICATORS 
(ALL figures in USD millions unless otherwise stated) 


Exchange Rates: $1=328 CFAF (1982); 385 CFAF (1983); 420 CFAF (1984); 
450 CFAF (1985) 


NATIONAL ACCOUNTS 1982 1983 1984 1985(E) 


Current GDP 2,169.2 2,076.4: 2,190.7 1,982.2 * 
Peal Annual Growth (%) 13.8 3.3 2.3 -10.0 * 


GOVERNMENT SPENDIN : 853.4 1,014.4 1,187.4 1.017.1 


Overating Budcet : 498.4 674.0 781.0 738.7 
Investment Budget 355.0 336.4 406.4 278.4 


PETROLEU! 


Production (million ET 
Government Revenues 


BALANCE OF PAYMENT 1982 1983 1984 (P) 
Exports (FCB) : 1,109.4 1,104.5 1,258.3 
Imports (FCB) : -713.0 -644.1 -614.6 

Trade Balance : 396.4 460.5 643.8 
Net Services : -811.8 -806.3 -680.9 
Net Transfers $ -24.5 -4.1 -11.8 

Current Account Balance : -438.0 -349.9 -48.9 
Long-term Capital : 381.4 103.6 53.6 
Short-terr. Capital : -2438.2 83.6 -117.4 

Capital Account Balance 2 pi 187.2 -63.9 


Monetary Capital & Other 14.6 46.6 -16.7 
Net Errors & Omissions : 226.8 $38.5 36.2 
Overall Balance : -63.3 -57.7 -93.3 


MONETARY SECTOP. 


Money 
Quasi-money 


Net Foreign Assets 
GENERAL PRICE INDEX (1964 


Wholesale : 431.8 464.8 531.8 
Change from Previous year : 14.7% 7.6% 14.4% 


Retail : 366.3 393.6 448.2 
Change from Previous Year : 11.7% 8.3 12.4% 


SOURCES: “iorld Bank, IMF, BEAC, Economist Intellicence Unit, Ltd. 


*NOTE: The reported decline in 1985 GDP is almost entirely Cue to 


reduced vetroleum revenues, which account for over 50% of 
GDP. 





SUMMARY 


Under the pressure of falling oil revenues and burgeoning debt 
service, the government is redoubling its efforts to improve 
financial discipline. A structural adjustment program calling for 
budget cuts, improved government management, and reform of public 
enterprises came into force in June 1985. In March 1986, the 
government announced its intention to reduce spending under the 1986 
state budget by fifty percent. 


Despite these efforts, arrears to foreign creditors continue to 
accumulate. Government officials recognize that a multilateral debt 
rescheduling package is necessary to restore financial stability. 

In early 1986 the government initiated negotiations with the IMF in 
order to pave the way for such a package. 


The reduction of oil revenues has been the immediate cause of the 
Congo's current economic difficulties. Activity outside that 
sector, however, is also stagnant or in decline. Although State 
budget cutbacks are expected to affect primarily infrastructure 
programs, agricultural and health programs have suffered as well. 
Despite deterioration in the public sector, foreign investment in 
private or mixed joint venture operations is increasing. This 
increase has been most noticeable in forestry, where foreign 
investors benefit from both special tax incentives and a more 
relaxed government attitude towards centralized marketing. The 
Congolese economy is heavily dependent on trade, with oil exports 
accounting for over 60 percent of the GDP and food imports, for 
example, satisfying about 85 percent of current domestic 
consumption. The French continue to supply over half of all 
Congolese imports, although the U.S. export performance improved 
considerably in 1985. The Congolese have officially adopted a 


policy that favors diversification of the country's traditional 
commercial relations. 


Government attitudes towards the private sector are moderating 
considerably, thereby creating numerous opportunities for greater 
U.S. participation in the second five-year plan. American 
technological and managerial capabilities are widely respected. The 
potential for increased trade and investment is greatest in 
agriculture, which has been called the “priority of priorities" for 
economic development, and in forestry. 


CURRENT CONDITION 


The public sector's deteriorating financial situation is the 
overriding concern for the Congolese economy. Petroleum revenues 
are expected to decline by more than 50 percent in 1986. Debt 
service on short- and medium-term credits, undertaken during a 
period of uncontrolled borrowing in the early 1980s, has reached an 
historic peak. Unable to meet all its obligations, government 
arrears to foreign lenders more than doubled between the end of 1984 


and the end of 1985. The continuing weakness of both petroleum 
prices and the dollar exchange rate beds worse for 1986 and 1987. 
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Alarmed by this situation, the government adoped a new structural 
adjustment program in June 1986. This program, drawn up by the help 
of the World Bank advisors, calls for steps to reduce both 
investment and operating expenses, to control future borrowing, and 
to restructure the state enterprise system. Its principal immediate 
effect has been the slow-down, deferral or cancellation of a number 
of investment projects scheduled for implementation in 1986. By the 
end of 1986, total spending under the 1981-1986 five-year plan will 
have attained only about sixty percent of original predictions 


Even if fully implemented, the structural adjustment program in 
itselt is not sufficient to restore financial equilibrium. Thus, 
the government, in 1985, initiated discussions with its principal 
creditors with a view to reschedule the majority of its outstanding 
debt on a bilateral basis. Toward the end of the year, however, it 
became apparent that those creditors would be willing to reschedule 
only within the context of multilateral agreements with the Paris 
and London Clubs. These creditor groups require that a formal 
rescheduling package be accompanied by an agreement on an 
IMF-sponsored adjustment package. Ongoing discussions with both 
World Bank advisors and the IMF are expected to lead to such an 
agreement in the first half of 1986. 


Although the Government's financial difficulties will restrict 
public sector activity, the conditions for fruitful trade and 
investment in the private sector have improved. Aware of the 
failure of its state enterprises, the government has become more 
receptive to private activities in general and to foreign investment 
in particular. The government has recently simplified the 
investment approval process and financial support funds for small 
businesses, allowing them to compete with state monopolies and 
marketing boards. The key question remaining is whether the 
government, still constrained by its historically Marxist 
orientation, will be able to institute politically risky economic 
reforms, such as liberalization of market and pricing mechanisms, 
necessary for private business to flourish in the Congo. 


SECTOR BY SECTOR 


PETROLEUM AND MINING: Accounting for about 95 percent of exports, 
75 percent of government revenues, and 60 percent of the GDP, 
petroleum dominates the Congolese economy. The French and Italian 
firms Elf Aquitaine and Agip, working eight producing fields, 
account for all output. The Congolese state oil company, 
Hydro-Congo, holds 15 percent interest in two of the smaller of 
these fields. 


Due to the depletion of existing reservoirs, annual production 
declined from over 42,000 barrels in 1984 to approximately 37,000 
barrels in 1985. However, the extension of the Loango field and 
development of Elf's newly discovered Tchibouela field are expected 


aan the annual production rate above 40,000 barrels again by 





After completing two dry wells in 1985, the U.S. oil company AMOCO 
has plans to shoot 1200 more kilometers of seismic data and to drill 
one additional well in 1986. A second American company, CONOCO, 
formed a joint venture with Hydro-Congo in 1985 and also is planning 
a major offshore seismic program and one exploration well in 1986. 
CONOCO's concession, located just off Pointe Noire, is adjacent to 
the currently producing Emeraude, Yanga and Sendji fields. 


The Congolese oil refinery CORAF continues to experience numerous 
operational difficulties. High production costs require the joint 
venture to sell at a loss, and output was less than 60 percent of 
capacity in 1984. 


While offering considerable potentional, the nonfuel minerals sector 
remains largely unexploited. Recent metals production has been 
limited to one state run polymetallic mine at M'Fouati and scattered 
artisanal production of gold. The start-up of operations at SIACIC, 
a joint venture of the Congolese government and the Spanish company 
EXPONOR, is expected to satisfy internal demand for cement beginning 
in 1986. The Congo possesses approximately one billion tons of iron 
ore resources in the High Ivingo area. Some discussion of a joint 
venture with Gabon to exploit these deposits has occurred. Glutted 
international markets and capital scarcity, however, currently make 
development uneconomical. 


TRANSPORT AND COMMUNICATION: The development of the Congo's road 
system has been the major focus of the 1982-86 five-year plan. 
Since 1982, the government has constructed approximately 620 
kilometers of bituminous roads of a planned network of 961 
kilometers. The new all weather roads are expected to open up the 
vast, largely unexploited savannas and forests of northern Congo to 
new agricultural, forestry and mining activity. In addition to the 
paved system, the Congolese road network consists of about 3,000 
kilometers of primary gravel roads. 


In 1985 two new roads, Loudima-Sibiti and M'Fouati-Loutete, were 
completed. Other projects still in progress include NGO-Lekana, 
Epena-Impfondo-Dongou, Brazzaville-Mayama-Kindamba, and Pointe 
Noire-Madingou-Kayes. The latter two projects, however, have been 
delayed by financial constraints and contract disputes. Work on the 
final section of the Brazzaville-Ouesso road will begin in 1986. 
Current plans call for bituminous surface between Owando and the 
Monbili river and a laterite gravel surface between the Monbili and 
Ouesso. 


Traffic in port of Pointe Noire during the first three quarters of 
1985 was up marginally from the same period in 1984. Increased 
Manganese exports and greater imports of construction materials, 
partially offset by reduced wood exports, were the principal causes 
of the heightened activity. Although imports and exports of refined 
petroleum products are handled in Point Noire, the Congo's crude 
petroleum exports are all shipped out of a special facility at 
Djeno, about ten miles south of the main port. 
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Due to decline production, traffic in Djeno was down two percent in 
1985, from the previous year's record level. 


The improvement of the inland waterway system is another priority of 
the Congo's development plans. Anticipating rapid increased in 
river traffic, the European Investment Bank has agreed recently to 
finance a major expansion project for the port of Brazzaville. This 
expansion will be designed principally to accommodate increased 
container traffic exportable timber from sawmills, which is expected 
to grow from 45,000 tons per year currently to 180,000 tons per year 
by 1990. 


Internal air transport is provided by the national airline, Lina 
Congo. Since 1982 its fleet has included a Boeing 737, a Fokker 28, 
two Fokker 27s, and two Twin Otters, servicing about 20 locations 
throughout the country. Service among the major urban centers is 
generally reliable and flights are frequent. There are also private 
airplane rental and charter services in the Congo. AeroService, the 
largest operator, provides technical assistance to Lina-Congo, 
regular helicopter service to the oil rigs, and charter flights to 
Ouesso, Impfondo, and other remote locations in northern Congo. 


Domestic and international communication are of variable quality. 
Direct dial international telephone service was inaugurated in 1983, 
but the number of external lines limits its practical 

effectiveness. Similarly, domestic dial exists, but obtaining a 
line between Brazzaville and Point Noire can be time consuming. 
Telex service in Brazzaville is satisfactory, while Point Noire is 
sometimes without service for weeks at a time. Congolese television 
provides limited coverage of world news events via satellite feeds 
from Europe, although commentary is subjective and heavily 
influenced by the Government's official, radically Marxist-Leninist 
rhetoric. 


INDUSTRY AND CONSTRUCTION: The administration center of French 
Equatorial Africa before independence, the Congo's role as a 
producer of industrial goods historically has been secondary. This 
orientation has changed somewhat in the past decade, but 
manufacturing still accounted for less than three percent of the GDP 
in 1984. Construction and public works accounted for about six 
percent of the GDP in the same year. 


Congolese industry is dominated by state enterprises, whose 
subsidized operations impose a heavy financial burden on the 
national treasury. Increasingly alarmed by these losses, the 
government has initiated a number of studies and has undertaken 
several policy reforms designed to revitalize industrial activity. 
Viewing dispersal of authority as a key cause of managerial 
inefficiency, the government has restructured a number of “pilot 
enterprises," endowing them with more centralized management 
control. Authority has also been granted to selected private 
companies and cooperatives to engage in commerce in sectors formally 
reserved for state monopolies. Although rigid state pricing 
policies are widely recognized as a major cause of Congolese 
industries' financial difficulties, little movement towards the 
adoption of more efficient market mechanisms has occurred. 
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Industrial production is concentrated in the agro-industrial and 
light manufacturing sectors. In 1984 beer sales accounted for 
nearly twenty percent of total output. Other important products are 
refined sugar, cigarettes, textiles, plastic extrusions, glass and 
plastic bottles, and wood veneers. The extension of the parastatal 
CIDOLOU's cement plant in August 1985 raised production capacity to 
25,000 metric tons per year, about twenty-five percent above current 
domestic demand. 


Carried along by the forest five-year investment plan, whose 
principal emphasis was on infrastructure, the Congolese construction 
industry experienced a boom between 1981 and 1984. The completion 
of the railway realignment and the slow-down of the roadbuilding 
campaign have reduced this growth considerably. Nevertheless, a 
number of building projects, including hospitals in Brazzaville and 
Loubomo, apartment complexes in both Brazzaville and Point Noire, a 
beer plant expansion and a office tower for Elf Congo, have recently 
begun or are about to begin. As Belgian, Canadian and French 
financing already is committed for the majority of these projects, 
construction activity will be fairly insulated from the effects of 
the government's budgetary cutbacks. In early 1986 a U.S. firm was 
negotiating for a contract to construct a fishing workshop and and 
training center in Point Noire. The objective of this project would 
be to improve the yields of small-scale private fishermen in the 
coastal region. 


AGRICULTURE: Self-sufficient in foodstuffs and a net exporter of 
cash crops at independence, the Congo has experienced a steady 
decline in agricultural production over the last two decades. The 
petroleum boom of the early 1980s contributed to this problen, 
drawing human and financial resources from existing agricultural 
operations and driving the cost of living up faster than 
agricultural producer prices. Less than one percent of the Congo's 
arable land currently is under cultivation, and the country imports 
over 80 percent of its annual food requirements. 


Cassava is the principal foodstuff produced in the Congo, accounting 
for about 90 percent of total output. Rice, corn and various 
vegetables also are produced in small quantities, although sales 
have stagnated or declined in recent years. Sugar has been an 
isolated bright spot, where output has more than doubled in the last 
two years. Nevertheless, imports continue to displace sales of the 
locally refined sugar product, and the state producer is currently 
unable to dispose of surpluses amounting to over 15 percent of 1985 
output. 


Cash crop production of coffee, cocao, groundnuts and palm oil has 
been stagnant for more than a decade, However, major new 
investments in all of these sectors, financed by the African 
Development Bank (AFDB) and the French Caisse Centrale de 
Cooperation Economique (CCCE), are expected to produce significant 
improvements in 1986 and beyond. The AFDB also has recently agreed 
to finance a large state rubber plantation, with output projected to 
be over 7,000 metric tons per year beginning in 1991. 
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Concern for its growing dependence on imported foodstuffs recently 
has led the government to launch a campaign to promote food 
self-sufficiency by the year 2000. It has created an agricultural 
credit fund and announced that the focus of the next five-year plan, 
which begins in 1987, will shift from infrastructure to productive 
agricultural investment. Recent decisions to permit marginal 
private sector competition in markets nominally reserved for state 
monopolies also indicate a tentative move towards encouraging 
dynamic private agricultural development. A few pilot projects, 
notably one directed and financed by USAID and CARE, demonstrate 
that, with the proper support and incentives, Congolese farmers are 
capable of rapidly increasing production, It remains to be seen 
whether there will be sufficient political will to raise producer 
prices, to permit direct marketing by private farmers, and to 
implement other libralizing measures that create incentives for 
growth. Without that will, the Congolese will find it very 
difficult to achieve their ambitious production goals. 


FORESTRY: The forestry sector, historically the Congo's principal 
export earner, also has been set back by the petroleum "boom', 
Having peaked at over 800,000 cubic meters in the late 1960s, log 
production declined to 320,000 cubic meters in 1975. Since then, 
production has recovered gradually to the current level of about 
600,000 cubic meters per year. In 1985 only 3 million hectares of 
a total of some 13 million hectares of available tropical forest was 
exploited. A World Bank study estimates that the Congo has a 
potential sustainable yield of about 2 million cubic meters per 
annum, over three times the percent output. 


The government actively has sought foreign participation in the 
forestry industry, and its investment code offers several special 
incentives for firms willing to locate in the Congo. Since 1981 
five new joint ventures have been signed by foreign partners. These 
operations are expected to increase annual production capacity by 
400,000 cubic meters of logs by 1990. A significant portion of this 
output will be exported as sawn board, veneers or laminates, which 
are subject to lower taxes than exports of unprocessed logs. 


Since the mid-1960s, an ambitious project to clone and plant hybrid 
eucalyptus trees has been underway in the hills around the port city 
of Pointe Noire. This program has been extremely successful. In 
1986 the first parcels of some 25,000 hectares of uniform, fast 
growing, high quality trees have become ready for industrial 
exploitation. The government originally had intended to construct a 
very large 290,000 ton per year paper pulp plant in Pointe Noire to 
take advantage of this important resource. In 1986, however, 
financial and market considerations forced the organizers of the 
project to scale down the factory proposal to an annual capacity of 
100,000 tons. A market feasibility study for this smaller project 
is being conducted by a Scandinavian consortium in Europe. 
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In order to create immediate return on the maturing eucalyptus 
trees, the government is promoting several intermediate industrial 
projects. Negotiations appear to be most advanced for the creation 
of a utility pole plant that would be jointly owned and managed by 
several U.S. partners. The government also is examining the 
feasibility of transforming the eucalyptus to charcoal for export to 
the Congo's energy-poor neighbors in West and Central Africa. 


INTERNATIONAL TRADE 


International trade is significant to the Congolese economy, with 
exports accounting for over half of the GDP and imports providing 
the bulk of the food consumed and nearly all the industrial 
equipment employed. Despite the marginal decline in petroleum 
production in 1985, lower imports are expected to have resulted in a 
still sizeable trade surplus. However, due to a heavy and growing 
debt burden, the current account balance was negative for the fourth 
Straight year. The temporary slump in petroleum production, the 
rapid reduction of oil prices and the depreciation of the dollar 
will reduce export revenues and increase import costs further in 
1986. 


Crude petroleum is by far the Congo's dominant export, followed 
distantly by wood, sugar, cocao, and coffee. The United States is 
the largest importer of Congolese woods, accounting for a lion's 
share of its oil sales. 


Western Europe supplies the bulk of the Congo's import needs. 

France alone has accounted for over 50 percent of imports in recent 
years, dominating sales in nearly every important sector. West 
Germany, Spain, Japan, Brazil and the United States also are 
important suppliers in some sectors. The communist countries as a 
group account for less than two percent of Congolese trade, with the 
People's Republic of China responsible for more than half of the 
total. The bulk of Congolese imports consists of heavy machinery, 
vehicles, foodstuffs, refined petroleum products and various 
consumer goods. 


Helped by a weaker dollar, U.S. exports to the Congo were up nearly 
60 percent in 1985. Historically, the strongest showing has been 
made by producers of heavy construction and transportation 
equipment However, diversification into a variety of new 
manufactured and semi-manufactured goods markets has been an 
encouraging recent trend. 


GOVERNMENT POLICY 


The overall objective of the 1981-1986 five-year plan was to use 
Congo's finite petroleum revenues to create the social and economic 
infrastructure required to support broad-based, sustained growth in 
the post-petroleum era. 
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The focus of this effort was the development of the internal 
transport network, designed to open new opportunities in areas that 
historically have been isolated from the central axis of economic 
activity between Brazzaville and Point Noire. The government also 
has invested and continues to invest heavily in the improvement of 
basic utilities such as electricity and water, 


The second five-year plan, which will be implemented beginning in 
1987, is expected to emphasize development of the “productive" 
sectors of the economy. Agriculture, having been declared to be the 
“priority of priorities," will be the particular focus of 
attention. A number of measures already have been adopted to 
encourage the growth of the nascent private sector, including the 
creation of the National and Regional Chambers of Commerce, 
simplification of the investment approval process, establishment of 
an Agricultural Credit Fund, and some tentative steps toward 
relaxing state marketing monopolies. Government officials 
repeatedly stress their receptiveness to foreign participation in 
the local economy, offering as evidence the country's relatively 
libral investment code. The private sector, led by foreign 
operators, currently dominates forestry production. The potential 


for similar successful private activity exists in agriculture and 
light industry. 


Uncomfortable with its heavy economy dependence on France, the 
government has adopted an official policy of encouraging 
diversification of its commercial ties. In the future this factor 
will work to the advantage of U.S. firms competing for commercial 
contracts or shares in major investment projects. 


OPPORTUNITIES For U.S. BUSINESS 


Despite the currently adverse financial situation, the Congo offers 
considerable potential for the expansion of U.S. business 
activities. Ongoing infrastructure projects will continue to create 
the need for heavy machinery, construction materials, and computer 
hardware and software. As investment proceeds under the next 
five-year plan, there will be a growing need for forestry, 
agricultural and transportation equipement, as well as for 
fertilizers and pesticides. Opportunities for service contracts, 
particularly for small and medium-size agricultural and industrial 
operations, likely will increase. If current exploration programs 
are successful, additional supplies and services for the oil 
industry will be required. Finally, there is a considerable 
unexploited potential for the sale of American foodstuffs and 


consumer goods, whose superior qualities are widely reconized in the 
Congo. 





ait» 


The opportunities for U.S. investment also are attractive. The 
investment code offers lucrative incentives to foreigners operating 
in targeted sectors such as agriculture, forestry and mining. 
Participation in the Central African Economic and Customs Union 
gives duty-free access to a larger regional market that includes 
Cameroon and Gabon. The national policy of diversification and an 
appreciation of U.S. technological and managerial accomplishments 
are additional factors working to the advantage of the potential 
American investor. Government officials frequently express their 
hope that U.S. businesses will soon play a great role in the 
economic development and growth of the Congo. 


MISCELLANEOUS NOTES 


CURRENCY: The People's Republic of the Congo is a member of the 
Communaute' Financiere Africaine (CFA) franc zone, which includes, 
in Central Africa, Cameroon, the Central African Republic, Chad, 
Equatorial Guinea, and Gabon. The CFA franc is a hard currency, 
issued by the Banque des Etats de l'Afrique Centrale (BEAC) and 
pegged to the French franc at a rate of CFA 50 to one. 


U.D.E.A.C.: The Congo is one of the six members of the Central 
African Customs and Economic Union (UDEAC). Businesses located 
within the member countries pay a supplemental tax, but are exempt 
from customs duties when trading within the Union. The other UDEAC 
members are Cameroon, Central Africa Republic, Chad, Equatorial 
Guinea and Gabon, 


BRAZZAVILLE: A historic center of regional administration, 
Brazzaville is the home numerous international organizations: the 
Regional Headquarters of the World health Organization (WHO), the 
main office of the Central African States Development Bank (BDEAC), 
UNICEF's Regional Bureau, and the seat of the 12-member African 
Union of Posts and Telecommunications (UAPT). 


HOW TO CONTACT THE CONGO IN THE U.S.: A new Congolese embassy is 
now located in Washington: 


4891 Colorado Avenue, NW 
Washington, DC 20011 
Tel: (202) 726-5500 


The Congo's Mission to the United Nations is located at: 
14 East 65th Street 


New York, NY 10021 
Tel: (212) 744-7840 
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HOW TO CONTACT THE U.S. EMBASSY IN THE CONGO: 


from within the United States, correspondence should be 
addressed to: 


Embassy of the United States 
Brazzaville, Congo 

Box C 

APO New York, NY 09662-0006 
Tel: 81-20-70, 81-26-24 

Tlx: 5367 KG 


outside the U.S., the correct address is: 


Ambassade des Etats-Unis d'Amerique 
Avenue Amilcar Cabral 

B.P. 1015 

Brazzaville 

Republique Populaire du Congo 


THE EMBASSY'S PRINCIPAL OFFICERS ARE: 


Ambassador 

Deputy Chief of Mission 
Economic Officer 
Commercial Officer 
Administrative Officer 
Consular Officer 

USAID Representative 
Public Affairs Officer 
Defense Attache 


Alan W.Lukens 

William H. Siefken 

Howard S. Weiss 

John G. Ellis 

Bernarr L. Stadius 

David C. Tucker 

Christy A. Collin 
Christian Filostrat 

Cdr. Thomas M. Krupp, USN 
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